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WORLD CURRENCY EXPANSION DURING THE 

WAR AND IN 1919 



JOSEPH S. DAVIS 



\ MONG the evil legacies of the war is a serious de- 
JT\. rangement of the world's currency and banking. 
There has been general inflation of credit and currency. 
The world's banking reserves have been redistributed. 
In most countries bank loans, deposits, and circulation 
have increased out of proportion to gold and silver 
reserves, or in the face of declining reserves, and reserve 
ratios have accordingly fallen heavily. Several im- 
portant countries have effectually departed from the 
gold standard and are experiencing the characteristic 
effects of an inconvertible currency regime. In no 
small measure as a result of these currency and banking 
influences, world prices have risen astonishingly; rela- 
tions between price levels of different countries have 
been disrupted and continue unstable; and interna- 
tional exchange is utterly deranged and subject to 
extreme fluctuations. In turn, international trade and 
finance have become highly uncertain and speculative. 
During the war economic and financial policies were 
determined by military considerations and the probable 
effects were not always frankly faced. Now hostilities 
have ceased. It is pertinent to inquire not merely where 
we stand but whither we are going. How far did these 
war-time tendencies progress ? Are they continuing ? 
If not, have they been merely checked, or is good prog- 
ress being made in regaining a normal status ? In what 
respect is the post-war " normal " to differ from the 
pre-war position ? These questions press for answer, 
the more because, through exchange rates and price 
changes, the currency and banking situation is inti- 
mately linked with all the problems of labor unrest, 
international trade, the financing of reconstruction, and 
the enforcement of the terms of peace. 

Statistics of central banks and of new government 
issues here afford valuable evidence. Hence in recent 
Supplements we have reviewed selected statistics of 
the Bank of France, the Bank of England, British cur- 
rency notes, and the federal reserve banks. Here, more 
briefly, similar data are considered for other leading 
countries of the world, and tendencies during the war 
and since Armistice Day 1918 are summarized. For 
such a survey recent issues of the Federal Reserve Bulle- 
tin contribute illuminating material, 1 and the weekly 
summaries of central bank statements published in the 
London Economist are invaluable. A preliminary word 
is needed, however, on the precise significance, in this 
connection, of these statistics of central banks. 

I. SIGNIFICANCE OF THE STATISTICS 

At the outset, the distinction between currency ex- 
pansion and currency inflation must be noted. Both 
terms are commonly used loosely, and even experts 
[8] 



would disagree in defining them. Here they will be 
used in the following senses : Currency expansion is the 
absolute increase in currency 2 of various forms — 
chiefly gold, silver, bank notes, government notes, and 
deposits subject to check. Its opposite is contraction of 
the currency. Currency inflation, on the other hand, is 
relative, that is to say, an expansion of currency out of 
proportion to the increase in the absolute quantities of 
goods and services exchanged, due allowance being 
made for variations in offsets of book credits, in the 
" rapidity of circulation " of currency, and in the fre- 
quency with which goods and services are exchanged. 
The reverse is currency deflation — a decline in cur- 
rency relative to the amount of goods and services ex- 
changed. Currency inflation rarely takes place in exact 
proportion to currency expansion, or deflation in pro- 
portion to contraction, since changes in quantities of 
goods and services exchanged are constantly taking 
place. For the' same or other causes, the equivalent of 
currency inflation or deflation, or, one might say, 
effective currency inflation or deflation, may take place 
without corresponding changes in the quantity of 
currency. So, after the Civil War, deflation in the 
United States was accomplished in the main, by " grow- 
ing up to the currency " rather than by contraction. 
On the other hand, changes in the currency require- 
ments ordinarily take place slowly, consequently a 
marked expansion of currency usually involves cur- 
rency inflation; and deflation is usually accomplished 
but slowly if it is unaccompanied by contraction of the 
currency. 

Currency expansion and contraction are not difficult 
to measure. Currency inflation and deflation, on the 
contrary, cannot be measured directly. In time, they 
are surely reflected in movements of general prices, but 
statistics of price movements are still quite imperfect, 
and statistics of currency requirements much more so. 
The importance of data regarding absolute changes in 
currency lies chiefly in the evidence and forecast of 
inflation, deflation, and corresponding price changes, 
which they afford. 

Statistics of central banks afford a valuable and con- 
venient index of general currency expansion and con- 
traction. True, the index is not perfect. Central bank 
note issues and deposits, even if government notes be 
added, constitute only a fraction of the national cur- 

1 See especially comparative data in 1919 issues as follows: March 1, p. 
294; May 1, p. 463; September 1, p. 849; October 1, p. 1007; December 1, 
p. 1200. Fuller details for particular countries appear as follows: May i, 
p. 430 (Germany); June 1, p. 548 (Switzerland); July 1, p. 641 (Nether- 
lands, Java); August 1, p. 731 (Japan); September 1, p. 840 (Italy), p. 847 
(Germany); October 1, p. 948 (India); November 1, p. 1036 (Spain); 
December 1, p. 1140 (Canada). 

2 The term currency is here used in the broad sense of common media of 
exchange, inclusive of " deposit currency " which circulates by check. 



WORLD CURRENCY EXPANSION DURING THE WAR AND IN 1919 



rency. In France, this fraction is large; in England it 
has been small. Deposits or " current accounts " of 
other banks constitute an important currency element 
in Anglo-Saxon countries, and an increasing one else- 
where. In such countries, however, so intimate is the 
relation of loans and deposits of other banks to the 
deposits and note issues of central banks or the govern- 
ment, that increases or decreases in the latter are char- 
acteristically accompanied by somewhat corresponding 
changes in the former. Central bank statistics there- 
fore afford prima facie evidence of general currency 
expansion or contraction, although no exact measure of 
such currency changes; and marked expansion or con- 
traction in demand liabilities accordingly affords pre- 
sumptive although not conclusive evidence of currency 
inflation or deflation. 

Currency changes of the types mentioned must not 
be confused with changes in certain important aspects 
of the banking position — lending power, reserve 
strength, maintenance of specie payments, or intercon- 
vertibility of the various media of exchange with gold. 
The currency and banking positions are indeed inti- 
mately related, but the relations are not invariably of 
the same character. A decline in reserve ratios may 
accompany either expansion or contraction of the 
currency. Additions to reserves through restriction of 
loans make against expansion, or for contraction. 
Additions to reserves through increased gold supplies 
— whether from the mines or from foreign countries — 
make for expansion, or against contraction. A marked 
reduction in reserve strength, when met with ordinary 
banking prudence, involves restriction of loans and a 
check to expansion, or forced contraction; but in the 
face of emergency demands it may lead to expansion, 
suspension of specie payments, and further expansion. 
Strong gold reserves and high reserve ratios do indeed 
indicate a strong banking position; but they give no 
indication that the currency is not inflated, or that a 
measure of credit expansion which could be supported 
by those reserves would involve no further currency 
inflation. Nevertheless, the world's experience has been 
that abnormally low banking reserve ratios (if not re- 
serves) usually coexist with extreme currency expansion; 
that a decline in banking strength below a certain point, 
whatever the cause, usually leads not only to suspension 
of specie payments but also to currency expansion and 
inflation; that a process of expansion is not likely to 
cease while the banking strength is declining; and that 
improvement in banking strength from an abnormally 
low point, and the cessation of inflation or the actual 
contraction of the currency, are concomitant. 

It is for this reason also that statistics of central 
banks are especially significant at this juncture. They 
afford an index not merely of currency expansion or 
contraction, but of banking strength. Reserves of 
central banks are the principal elements in the reserves 
of the national systems which they head. Their reserve 
ratios are most sensitive to the influences playing upon 
the national systems. For danger signals of suspension 



of specie payments, or for signs of resumption, one 
looks to central bank reserves and to reserves against 
government fiduciary issues. 

II. CURRENCY EXPANSION DURING 
THE WAR 

Before the war the gold standard was practically 
universal. In most countries it was the legal standard. 
In most others of consequence it was established in fact 
if not in law. Only such countries as Chile and China 
constituted real exceptions. The outbreak of hostili- 
ties caused, in many countries, its immediate suspen- 
sion. Moratoria, suspension of redemption of notes in 
gold, restrictions on the domestic circulation and 
export of gold operated at once to snap the link which 
had bound national currencies to a gold basis and to one 
another. Strenuous efforts toward mobilizing gold in- 
deed swelled the reserves of the central banks. This 
afforded a ready excuse for new or enlarged note issues. 
But methods of finance adopted by all the European 
belligerents required heavy advances from the banks to 
the government, and led to great and increasing issues 
of paper currency and to the swelling of deposits subject 
to check, both entirely out of proportion to increases in 
gold reserves. Reserve ratios declined heavily. This 
process continued at varying rates throughout the war. 
Long before active hostilities ceased, it had gone so far 
in the warring European countries that their banking 
position was seriously weakened, their currencies tre- 
mendously expanded, and they were committed to a 
regime of inconvertible paper money. 

Meanwhile the neutrals, and non-European bellig- 
erents such as Japan and America, greatly increased 
their gold holdings, chiefly at the expense of the Euro- 
pean belligerents. Without departing from the gold 
standard or greatly weakening their banking position, 
except temporarily, they, too, markedly expanded note 
issues and deposit currency. While in some countries 
there was probably some increase in the currency re- 
quirements, i. e., in the exchanges of actual quantities 
of goods and services, such increase was by no means 
uniform or even universal, and the currency expansion 
unquestionably was disproportionate to the increase in 
currency requirements. A high degree of currency and 
price inflation, varying greatly in different countries, 
was the consequence. 

The currency expansion and changes in banking 
position are reflected in the accompanying table of 
selected items of the world's leading central banks on 
three dates, first, shortly before the war, second, shortly 
before the armistice was signed, and third, a year later. 
In general the pre-war figure is for the end of May 1914, 
because in several instances later figures clearly reflect 
war influences. A second table expresses the figures for 
the later dates in percentages of the pre-war figures. 1 
The tables are of some value for comparisons between 

1 Somewhat similar data appear in the Federal Reserve Bulletin for May i, 
1919, p. 463; September i, 1919, p. 849; December 1, 1919, p. 1200. 
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TABLE i. — COMPARISON OF SELECTED ITEMS OF LEADING CENTRAL BANKS FOR THREE DATES, 
USUALLY (a) MAY 30, 1914, {b) EARLY NOVEMBER 1918, (c) NOVEMBER 1919 * 

(Unit: $1,000,000) 



Central bank 


Date 


Bank notes 


Deposits 


Bank notes 
plus deposits 


Gold coin 
and bullion 


Silver 


Total metallic 

reserves 


Percentage of 

column (6) 

to column (3) 






(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


Austria-Hungary 

u 

a 


July 23, 1914 .... 
Dec. 31, 1918 .... 
Oct. 21, 1919 


432 

8,713 
IO,2IO 


59-° 
1,446.8 

i,675-7 


491 
IO,l6o 

11,886 


250.8 

53-i 

52.7 


59-° 
"•5 
"•5 


309.8 
64.6 
64.2 


63.I 

.6 

•5 


Germany 


May 30, 1914 .... 
Nov. 7, 1918 .... 
" 7, 1919 


49O 
4,127 
7,564 


205 
2,269 
2,362 


695 
6,396 
9,926 


320 
621 
266 


78.36 
6.91 
4-93 


398 
628 
271 


57-3 
9.8 

2.7 


« 
a 


Bulgaria 


May 30, 1914 .... 
June 14, 1918 .... 
" 14, i9 J 9 


342 

479 


Data 
(a) 
141 


not reporte 
620 


d by the E 
12.41 
9-30 


conomist 

3-27 
3.62 


15.68 
12.92 




« 
« 


(»)4-6 
2.1 


Italy (3 banks, (f) aggreg.) 
« 

a 


July 20, 1914 

Oct. 31, 1918 .... 
Sept. 30, 1919 .... 


421 
2,180 
2,699 


61.8 

346.3 
438.8 


483 
2,526 
3,i38 


266 
202 
200 


21.8 
22.6 
22.2 


288 
225 
222 


59-6 
8.9 

7-i 


France 


May 28, 1914 .... 

Nov. 7, 1918 

" 6, 1919 .... 


1,131 

6,000 

7,286 


200 

588 
613 


i,33i 
6,588 

7,899 


726 
1,060 
1,085 


123. 1 
62.3 
55-8 


849 
1,122 
1,141 


63.8 


« 
a 


17.0 
14.4 


Great Britain 


May 27, 1914 

Nov. 6, 1918 

" 5, 1919 


141 

3i5 
418 


293 
794 
627 


434 
1,109 

1,045 


id) 
(d) 
(d) 


id) 
id) 
(d) 


175 
360 
428 


40.3 


U 

a 


32.5 
41.0 


Belgium 


May 28, 1914 

July 3, 1919 .... 
Nov. 6, 1919 .... 


182 
914 
914 


21.8 
482.0 
47i-i 


204 
1,396 
1,385 


(d) 
(d) 
(d) 


(d) 
(d) 
(d) 


64.8 
62.1 
67.O 


31.8 


« 
« 


4.4 
4-8 


Portugal 


May 30, 1914 

July 2, 1919 .... 
Oct. 22, 1919 .... 


289 

400 


Data 

18.9 

28.1 


not reporte 
308 
428 


d by the E 

8-34 
10.38 


conomist 
(a) 
(a) 


26.1 
32.6 




« 

u 


8-5 
7-6 




May 30, 1914 .... 

Nov. 8, 1918 .... 

" 8, 1919 .... 


24.1 

215-7 
206.1 


4-i3 
18.70 

30-38 


28.2 
234-4 
236.5 


6.83 
8.30 

8.30 


(a) 
(a) 
(a) 


(a) 
(a) 
(a) 


(6)24.2 


a 

u 


W 3-5 
«0 3-5 




June 30, 1914 .... 

Oct. 5, 1918 

4,1919.... 


176 
400 
544 


48.1 

514-9 
656.6 


224 

9i5 
1,201 


(d) 
{d) 
(d) 


(d) 
(d) 
(d) 


108 

330 
386 


48.2 


a 
a 


36.1 
32.1 


Canadian Chartered B'ks 
« 

« 


May 31, 1914 .... 

Oct. 31, 1918 .... 

31,1919.... 


97.8 
227.6 
236.5 


i,ii3-5 
2,006.7 
2,261.4 


1,211 

2,234 
2,498 


(d) 
(d) 
(d) 


(d) 
(d) 
id) 


(/) 45-i 
1/) 79-5 
(/) 81. 1 


3-7 
3-6 

3-2 


Federal Reserve Banks . . 
« 

« 

Six European Neutrals 
faffffres^ate) 


May 31, 1914 
Nov. 8, 1918 .... 

" 7, 1919 

Late May, 1914 . . 

Early Nov. 1918 . . 

Nov. 1919 . . 


u) 2,558 
(*) 2,807 

686 
1,638 
1,814 


1,662 
1,871 

124 
328 
3i4 


System 
4,220 
4,678 

810 
1,966 
2,128 


not organi 

2,047 
2,120 

(d) 
(d) 

(d) 


zed 
54-2 
67.8 

id) 
(d) 
(d) 


(i)2,IOI 
(A)2,l88 

413 
1,095 

1,128 


49.8 
46.8 

51.0 


« 
a 


55-7 
53-o 




May 31, 1914 

Nov. 7, 1918 

" 7, i9!9 


30-4 
110.2 
116. 2 


i-93 
18.14 
12.83 


32-3 
128.3 
129.0 


0) I3- 1 
U) 32.8 
1') 39-7 


(a) 
(a) 
(a) 


(a) 
(a) 
(a) 


(e) 40.6 


a 

it 


(«) 25.6 

(«> 3°-8 




May 30, 1914 .... 

Nov. 9, 1918 .... 

« 8, 1919 .... 


61.2 
208.1 
197.1 


18.8 

22.5 
3°-5 


80.0 
230.6 
227.6 


U) 28.4 

(») 75-° 
(i) 81.0 


(a) 
(a) 
(a) 


(a) 
(a) 
(a) 


(«) 35-5 


u 

it 


(«) 32.5 
(«) 35-6 



For footnotes, see p. 11. 
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Central bank 



Date 



Bank notes 
(1) 



Deposits 

(2) 



Bank notes 
plus deposits 

(3) 



Gold coin 
and bullion 

(4) 



Silver 

(5) 



Total metallic 
reserves 

(6) 



Percentage of 

column (6) 

to column (3) 

(7) 



Denmark 



Netherlands 



Spain 



Switzerland 



Java 



May 30, 1 914 

Oct. 31, 1918 

" 3i, 1919 

May 30, 1914 

Nov. 2, 1918 

" 8, 1919 

May 30, 1914 

Nov. 2, 1918 

" 8, 1919 

May 31, 1914 

Nov. 7, 1918 

7> 1919 

Mar. 31, 1914 
Dec. 31, 1918 
Oct. 4, 1919 



42.5 
114.6 
130.1 

128 
416 
429 

37° 
613 

754 

53-7 
!7S-9 
i87-S 

47-5 

79-4 

116. 4 



1.81 
19.78 
17.92 

2.03 
23.72 
33-" 

93-° 
215.0 
186.8 

6-57 
28.43 

33-21 

7-8 5 
39-89 
43-58 



44-3 
134-4 
148.0 

130 
440 
462 

463 
828 
941 

60.3 
204.3 
220.7 

55-4 

"9-3 
160.0 



id) 

id) 
(d) 

66.1 
285.1 
256.4 

102 
43 2 

47i 

33-3 
74.0 

92-5 

12.42 
43-42 
64.74 



(d) 
(d) 
id) 

3-42 

3-3i 
2.02 

142 

131 
122 

3-57 
10.76 
11.74 

t»)ii.67 

(») 5-78 

W 1.27 



20.7 
5°-9 

5i-7 

69.52 
288.41 
258.42 

244 
563 
593 

36.87 

84.76 

104.24 

24.09 
49.20 
66.01 



46.7 
37-9 
34-9 

53-5 
65-6 
55-9 

52-7 
68.0 
63.0 

61.1 

4i-5 
47.2 

43-5 
41.2 
41.2 



* Figures were taken from the weekly section on " Foreign Bank Re- 
turns " of the London Economist, with these exceptions: data for the Cana- 
dian Chartered Banks, the Austro-Hungarian Bank, and the Bank of Java 
were secured from the Federal Reserve Bulletin, December 1919, pp. 1151, 
1200, 1 201; for the Federal Reserve Banks from other issues of the Bulletin; 
and for the three Italian banks of emission from various issues of the Giornale 
degli Economist!. The English pound was converted at $4.8665 dollars to 
the pound sterling; the Italian lire at 5.18 lire to the dollar. 

(a) Data not reported by the Economist. 



(b) Rates of total metallic reserves to bank notes only. 

(c) Bank of Italy, Bank of Sicily, and Bank of Naples combined. 

(d) Not reported separately, but largely gold. 

(e) Ratio of gold to bank notes plus deposits. (/) Specie in vault, 
(g) Excluding federal reserve bank notes of $69,000,000. 

(h) Excluding federal reserve bank notes of $258,000,000. 

(k) Cash reserves, including legal tender notes. 

(0 Excluding balances abroad. 

(») Silver and other metallic reserve. 



different countries, but in this respect are subject to a 
considerable margin of error because of varying bank- 
ing practices and the varying importance of government 
note issues. Their chief value lies in comparisons from 
time to time for each country. 

It is evident that the expansion of currency and 
decline in reserve strength, both before and since the 
armistice, were by all odds greatest in the Central 
Powers. The European entente powers come next in 
order. The European neutrals, Japan, and the United 
States fall into a third group, in which currency ex- 
pansion was relatively less, while the banking position 
was in general strengthened rather than weakened. But 
variations within each group are so significant that 
attention must be given to certain particular countries. 
For the moment only changes during the period of 
hostilities will be noted. 

The general movement reached its maximum in 
Austria-Hungary. Note issues of the central bank 
increased twentyfold, and deposits even more, while 
gold and reserve holdings fell to one-fifth the pre-war 
amount. The characteristic normal ratio of reserves to 
notes plus deposits, over 60 per cent, was reduced by 
the end of 1918 to less than one per cent. Government 
and local currency issues, of which satisfactory statis- 
tics are lacking, added greatly to the inflation of the 
currency. The collapse of the Empire is reflected in 
these statistics no less than in the military and indus- 



trial events of 1918 and 1919. Nowhere outside of 
Russia was the breakdown of currency and banking 
more complete. 

In Germany gold and silver reserves were increased 
50 per cent during hostilities. The Reichsbank circula- 
tion was multiplied eightfold, deposits elevenfold. 
Excluding the imperial treasury notes (Reichskassen- 
scheine) and notes of the war-loan banks (Darlehnskas- 
senscheine), the ratio of metallic reserves to notes plus 
deposits shrank from 57 per cent to less than 10 per 
cent. Satisfactory statistics of the treasury notes are 
not accessible, but they are believed to have contrib- 
uted only in minor degree to the currency inflation. 1 
The new war-loan banks (Darlehnskassen), however, 
which loaned on all kinds of personal security, have 
issued vast quantities of notes. Counting only those in 
circulation outside of the Reichsbank, these notes stood 
at 9,430,000,000 marks at the end of October 1918, 
several times the pre-war Reichsbank circulation and 
over half as large as the latter's present expanded issue. 
If these be added to the Reichsbank notes and deposits, 
the ratio of metallic reserves to the combined notes and 
deposits declined to 7 per cent by November 1918. 2 It 

1 Figures of " treasury notes " held by the bank, in the Economist's weekly 
statement of the Reichsbank, really include both Reichskassenscheine 
and Darlehnskassenscheine, the latter undoubtedly largely predominating. 

2 See detailed figures up to June 30, 1919 in the Financial Review, 1918, 
p. 113, and the Federal Reserve Bulletin, May 1, 1919, pp. 430-433; Septem- 
ber 1, 1919, pp. 847, 848. 
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TABLE 2. — SELECTED ITEMS OF LEADING CENTRAL BANKS 1918 AND 1919 EXPRESSED AS A 
PERCENTAGE OF CORRESPONDING PRE-WAR FIGURES (SEE TABLE 1) 



Central bank 


Date 


Bank notes 


Deposits 


Bank notes 
plus deposits 


Gold coin 
and bullion 


Silver 


Total metallic 
reserves 


Austria-Hungary 

a 


Dec. 31, 1918 


2,017 
2,363 


2,453 
2,841 


2,069 
2,422 


21 
21 


19 
19 


21 


Oct. 21, 1919 


21 








Germany 


Nov. 7, 1918 


842 
1,544 


1,107 
1,152 


920 
1,428 


194 

83 


9 

6 


158 


u 


" 7, 1919 


68 








Italy (3 banks/ c ) aggregate) . . 

a 


Oct. 31, 1018 


518 
641 


560 
710 


523 
650 


76 

75 


104 

102 


78 


Sect. 7,0, 1010 


77 








France 


Nov. 7, 1918 


530 
644 


294 
306 


495 
593 


146 
149 


51 

45 


132 


u 


" 6, 1919 


i34 


Great Britain 


" 6, 1918 

" 5, 1919 


223 
296 


271 
214 


256 
241 


(d) 
(d) 


(d) 

id) 


206 


« 


245 


Belgium 


July 3, 1919 

Nov. 6, 1919 


502 
502 


2,211 
2,161 


684 
679 


id) 

(d) 


id) 
id) 


96 


« 


103 








Finland 


" 8, 1918 


895 
855 


453 
736 


831 
839 


122 
122 


(«) 
(a) 


(0) 


« 


" 8, 1019 


(0) 








Tapan 


Oct. <, 1018 


227 
309 


1,070 
1,365 


408 
536 


(d) 
(d) 


(d) 
id) 


306 


u 


U A, IOIO 


357 








Canadian Chartered Banks . . 


" 11, 1918 


233 
242 


180 

203 


184 
206 


id) 
(d) 


(d) 

(d) 


W176 


a 


" 31, IOIO 


V> 180 








Six European Neutrals (aggr.) 

« 


Nov. 1 91 8 


239 
264 


264 

253 


243 
263 


(d) 

(d) 


(d) 

(d) 


265 


" IOIO 


2 73 








Norway 


" 7, 1918 


362 
382 


940 
665 


397 
399 


« 250 
(i) 3 o 3 


(a) 
(a) 


(«) 


a 


li 7, 1010 


(«) 








Sweden 


" 9, 1918 


340 
322 


120 
162 


288 
284 


«' 264 
<» 285 


(a) 
(a) 


0) 


a 


" 8, 1919 


(a) 








Denmark 


Oct. 31, 1918 


270 
306 


1,093 
990 


3°3 
334 


id) 
(d) 


id) 
(d) 


246 


a 


" 31, 1010 


2150 








Netherlands 


Nov. 2, 1918 


325 
335 


1,168 
1,631 


338 
355 


43i 
388 


97 
59 


415 


a 


" 8, 1919 


372 








Spain 


" 2, 1918 


166 
204 


231 
201 


179 
203 


424 
462 


92 
86 


231 


a 


" 8, 1919 


2 43 








Switzerland 


" 7, 1918 


328 
349 


433 
5°5 


339 
366 


222 
278 


301 
329 


230 


« 


" 7, ioio 


283 








Java 


Dec. 31, 1918 . 


167 

245 


508 

555 


215 

289 


35° 

521 


(») 5 o 
<">ii 


204 


a 


Oct. 4, iqio 


274 









(a) - (») For footnotes, see Table 1, p. 11. 



may be added that the deposits of the three great 
German private banks increased between four- and 
fivefold from the end of 1913 to the end of 1918. 1 

Among the European allies (exclusive of Russia, for 
which comparable data are not obtainable), currency 
expansion and decline in banking reserve position was 
greatest in Italy. 2 Instead of a single central bank, 
Italy has three banks of issue operating under close 
government control and sharing the privileges and 
responsibilities of a central bank. In this " institute " 
the Bank of Italy represents roughly 75 per cent, the 



Bank of Naples 20 per cent, and the Bank of Sicily 5 
per cent. 

During the war both the note issues and the deposits 
of these banks increased 55 times, while the gold reserve 
shrank by 25 per cent. The pre-war ratio of metallic 
reserves to notes plus deposits declined from nearly 
60 per cent to less than 9 per cent. Unlike France and 
Great Britain, moreover, Italy had in peace time a 
government note issue, mostly in 5- and 10-lire notes, 
aggregating half a billion lire. This issue was quad- 
rupled, while the reserve behind it, approximately 33 



1 London Economist, October 18, 1019, p. 633; Federal Reserve Bulletin, 
August 1, 1919, p. 736, 



2 See especially Federal Reserve Bulletin, September 1, 1910, pp. 840-844; 
Giornale degli Economisti, esp. Agosti, 1919, p. 62. 
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per cent before the war, was only slightly increased. 
Including this issue, the aggregate expansion was five- 
fold, and the decline in reserve ratio was from upwards 
of 50 per cent to about 8 per cent. It is significant that 
the bank note circulation arising from commercial dis- 
counts merely doubled, while issues arising from ad- 
vances to the government rose from nil to seven billion 
lire, 60 per cent of the total issue, when the armistice 
was signed. 

In France no government currency was issued. Notes 
of the Bank of France, plus deposits, increased fivefold. 
Total reserves increased by a third, although the silver 
holdings were reduced one-half. The ratio of gold and 
silver holdings (including gold held abroad, chiefly in 
England) dropped from over 60 per cent to 17 per cent. 1 

Scattering data for central banks of other continen- 
tal belligerents show general tendencies similar to those 
of the great powers, with sundry national variations. 

In Great Britain l the net change in bank currency was 
proportionately less, but it figured more in the currency 
expansion of the nation as a whole because of the extent 
of deposit banking; 2 the decrease in the reserve ratio 
was smaller than on the continent. Notes and deposits 
of the Bank of England increased two and one-half 
times, while the reserve was more than doubled. But 
the new issue of government currency notes dwarfs the 
changes in the Bank of England items. In November 
1 91 8 this issue was 50 per cent greater than the com- 
bined notes and deposits of the Bank of England; 
against this a gold reserve of only about 9 per cent was 
held. Combining these figures with those for the Bank 
of England, the aggregate increase in currency was 
nearly sixfold while the reserve was not trebled. 
Against the pre-war ratio of nearly 40 per cent the ratio 
calculated for the combined bank and currency re- 
serves, as compared with combined liabilities (bank 
notes, currency notes, and deposits), stood at 19 per 
cent in November 1918. 

In all of these countries, at the close of the war, re- 
demption of notes and deposits in gold was merely a 
memory. Depreciation of money in terms of gold was 
not always admitted, and could not be proved because 
no market for gold existed and gold export was pro- 
hibited. In other countries, while gold was not always 
readily obtainable for private use, the parity of paper 
money with gold was substantially maintained, and the 
inflation which took place was accomplished on a gold 
basis. 

Japan occupies a position midway between Great 
Britain and the European neutrals. By Armistice Day 
the reserve of the Bank of Japan 3 had increased to 
three and one-half times its pre-war size. Notes and 
deposits increased more than fourfold, deposits alone 
increasing tenfold. The reserve ratio therefore fell 
from about 48 per cent to 36 per cent. This statement, 
however, exaggerates both the currency expansion of 
Japan and the decline in the bank's reserve strength. 
The principal element of increasing liabilities was 
government deposits, which grew from 140,000,000 yen 



to 960,000,000 yen, a sevenfold increase. Whereas at 
the outbreak of war these government deposits con- 
stituted hardly more than one-fourth of the aggregate 
notes and deposits, at the end they constituted nearly 
one-half. It is to be doubted whether they figure as 
largely in the general currency expansion as notes and 
other deposits. 

The European neutrals, 4, as a whole, multiplied notes 
and deposits two and one-half times during the war, 
increased their reserves in slightly greater proportion, 
and accordingly showed a slight increase in their already 
strong reserve position. The different countries show 
marked variations. In Norway, Denmark, and Switzer- 
land, notes and deposits increased between threefold 
and fourfold, reserves only two and one-half times, or 
less, and the reserve ratios declined by about one-third, 
to 25I, 38, and 42! per cent respectively. Expansion 
was greatest in Sweden, where notes and deposits were 
trebled; but the increase in reserves, despite suspension 
of free coinage of gold, so nearly kept pace that the ratio 
dropped merely from 35I per cent to 32! per cent. In 
Spain the reserve was more than doubled while the 
currency increased in slightly smaller degree, and the 
reserve ratio rose from 53 per cent to 68 per cent. In 
the Netherlands, despite an increase in notes and de- 
posits of 3! times, reserves were more than quadrupled, 
and the ratio rose from 53I per cent to 65! per cent. 
The Bank of Java, furthermore, doubled its demand 
obligations, multiplied its reserves in slightly smaller 
proportion; its reserve ratio accordingly declining from 
43I to 41 per cent. 

Data for Canadian banks 5 reveal tendencies similar 
to those of the central banks of Japan and Euro- 
pean neutrals. In Canada there are twenty-odd 
" chartered " banks with privileges of issue, and these 
with their branches furnish most of the banking facili- 
ties of the Dominion. An issue of Dominion notes, 
partially secured by gold, is also legal tender, furnishes 
the paper currency under $5, but is mainly used for 
bank reserves — either in the vaults of the banks or in 
the so-called central gold reserve which consists almost 
wholly of these notes. During the war the specie hold- 
ings of the banks increased by 80 per cent. Dominion 
note issues more than doubled, chiefly through in- 
creases in its uncovered issue, since the gold reserve 
behind them increased but slightly. Bank note circula- 
tion doubled during the war, public deposits trebled, 
time deposits increased 50 per cent, other deposits 

1 On France and Great Britain see the discussion in the September and 
November 1919 Supplements. 

2 In France the deposits of other banks appear not to have increased 
materially, while in England the deposits of the huge joint stock banks 
doubled. B. M. Anderson, Effects of the War on Money, Credit and Bank- 
ing in France and the United States (New York, 1919, pp. 115-117) ; London 
Economist, October 18, 1919, p. 625. Moreover, the issues of Scotch and 
Irish bank notes quadrupled during the war, at the close constituting four- 
fifths as much as the Bank of England issue. Economic Journal, December, 
1919, p. 505. 

3 See esp. Federal Reserve Bulletin, August 1, 1919, p. 731. 

4 See Federal Reserve Bulletin, June 1, 1919, pp. 548-552 (Bank of Swit- 
zerland); July 1, 1919, p. 641 (Bank of Netherlands); November 1, 1919, 
pp. 1036-1041 (Bank of Spain). 

6 Federal Reserve Bulletin, December i, 1919, pp. 1140-1151. 
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nearly doubled, as did the aggregate of these liabilities. 
In short, there was almost a doubling of the currency, 
and some decline in the proportion of specie to notes 
plus deposits. If the Dominion notes and their gold 
reserves be combined respectively with the bank liabili- 
ties and specie reserves, a considerable decline in specie 
reserve ratios is noted — from above 13 per cent at the 
end of 1913 to about 9 per cent at the end of 1918, and 
slightly less on October 31, 1919. 1 

In the United States comparisons are vitiated by the 
institution of the federal reserve system after the Euro- 
pean war opened. Under the new system the reserve 
requirements and practices of the national banks are 
much modified. No date early in the European war is 
safe for comparisons of the federal reserve banks, since 
the system came only gradually into operation. Suffice 
it to say that, as indicated in the September Supple- 
ment, data for the war period show a tremendous ex- 
pansion of note and deposit liabilities of the federal 
reserve banks, a great increase in gold reserves, but a 
sagging reserve ratio. Data for the national banks 
combined with the federal reserve banks would show the 
same tendency. In short, despite the great accessions 
to our gold reserves, and partly because of the economies 
in gold reserves made possible by the federal reserve 
system, American currency has expanded to probably 
double its pre-war figures, without a corresponding 
increase in the gold basis. 

III. NET CHANGES SINCE NOVEMBER 191 8 

The foregoing discussion makes clear the widespread 
war-time expansion of currency among neutrals as well 
as belligerents, the serious decline in banking reserve 
strength among the European belligerents, and the 
strength of the banking position elsewhere despite con- 
siderable expansion and some declines in reserve ratios. 
All of the European belligerents at the close of the war 

1 The basis of reaching this conclusion is as follows, using figures in 
millions of dollars, from the Federal Reserve Bulletin, December i, 1919, pp. 
"43, "Si: 





Dec. 31, 

1913, or 

Jan. 31, 

1914 


Dec. 31, 
1918 


Oct. 31, 
1919 


Note and deposit liabilities of chartered banks .... 
Dominion notes held by public 


1172.4 

20.0 


2261. 1 
29.2 


2497.9 
30.6 




Total currency liabilities 


1192.4 


2290.3 


2528.5 




Specie reserves held by chartered banks 

Gold cover of Dominion notes 


44.8 
108.7 

3-8 


79-3 
"5-9 

14.4 


81.1 


Specie deposited by chartered banks with Minister 
of Finance or in central gold reserve (deducting 
from total deposits the Dominion notes in cen- 
tral gold reserve) 


l6.4 




Total specie reserves 


157-3 


209.6 








Percentage of specie reserves to currency 
liabilities 


13.2 


9.1 


8-7 





Ratios computed from " cash reserves," including Dominion notes, 
show a misleading increase in percentages of bank reserves during the war. 
Ibid., p. 1151. 

2 Federal Reserve Bulletin, September 1, 1919, p. 848; December 1, 1919, 
p. 1 200. 



were more or less deeply entangled in inconvertible 
paper currencies. What, now, has been the drift of the 
year which has elapsed since the termination of active 
hostilities ? 

Tables i and 2 throw into relief the net change be- 
tween November 1918 and November 1919. Table 3, 
accompanying, shows this change in percentages of the 
November 191 8 figures. 

In Austria-Hungary there has been further expansion 
of note issues and further declines in reserve ratios; but 
the process had gone so far a year ago that the further 
decline deserves little comment. 

The Reichsbank reserves have been reduced to 43 
per cent of the figure of November 191 8 or 68 per cent 
of the pre-war figure. Meanwhile the Reichsbank notes 
have increased by 83 per cent of the amount in Novem- 
ber 1918, an increment seven times the entire pre-war 
issue. The ratio of reserves to notes plus deposits 
stands at 2.7 per cent as compared with 9.8 a year 
earlier. Moreover, the outstanding Darlehnskassen- 
scheine have increased from nine and one-half billion 
marks to nearly twelve billion marks. 2 If these be 
counted in, the ratio of reserves to notes plus deposits 
has shrunk from about 7 per cent to 2 per cent. 

In Italy the government note issue increased slightly 
and the circulation of the three banks of issue by nearly 
25 per cent — an increment larger than the pre-war 
circulation. Reserves have remained fairly stationary 
except those for the Bank of Italy, which show a slight 
decline. Reserve ratios have declined considerably in 
all cases, in the aggregate from 9 per cent to 7 per cent. 

In France the reserve has increased fractionally while 
the note issue has increased by 21 per cent, an incre- 
ment greater than the entire pre-war circulation. The 
reserve ratio has declined from 17 to 145 per cent. 

The Bank of England deposits have declined mate- 
rially. Note issues have increased nearly as much as 
have reserves, so that combining the figures of banking 
and issue departments the ratio of reserves to notes and 
deposits has risen from 32.5 per cent to 41 per cent 
within the year. The currency note issue, however, 
was 16 per cent higher in November 1919 than a year 
earlier. The reserve ratio, calculated by combining 
the currency notes and their reserves with the Bank of 
England figures, shows a decrease of ratio from 20 per 
cent to 18 per cent. 

The Bank of Japan has increased its reserve by 17 
per cent but expanded its note issue by 36 per cent. 
Counting in the huge government deposits, the reserve 
ratio stands at 32 per cent as compared with 36 per cent 
a year earlier. 

The central banks of European neutrals are unique 
in showing in the aggregate no material change during 
the year — a slight increase in reserves, a larger in- 
crease in notes and deposits, a fractional decrease in 
reserve ratio. Expansion of currency has taken place 
everywhere but in Sweden, but has been noteworthy 
only in Spain. Reserves have increased everywhere but 
in Holland, but the proportionate change has been con- 
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TABLE 3. — CHANGES IN SELECTED ITEMS OF LEADING CENTRAL BANKS SINCE THE ARMISTICE. 
(RECENT FIGURES EXPRESSED AS A PERCENTAGE OF FIGURES FOR A YEAR EARLIER) 



Central Bank 



Date 



Bank notes 



Deposits 



Bank notes 
plus deposits 



Gold coin 
and bullion 



Silver 



Total metallic 
reserves 



Austria-Hungary 

Germany 

Bulgaria 

Italy 

France 

Great Britain 

Finland 

Japan 

Canadian Chartered Banks 
Federal Reserve Banks . . . 
Six European Neutrals . . . 

Norway 

Sweden 

Denmark 

Netherlands 

Spain 

Switzerland 

Java 



Oct. 21, IQIQ 
NOV. 7, IQIQ 

June 14, 1919 
Sept. 30, 1 91 9 
Nov. 6, 1 91 9 

" s. 1919 

" 8, 1919 
Oct. 4, 1919 

" 31, 1919 

Nov. 7, 1919 

" 1919 

" 7, 1919 

" 8, 1919 

Oct. 31, 1919 

Nov. 8, 1919 

« 8, 1919 

" 7, 1919 
Oct. 4, 1 91 9 



117 

183 
140 
124 
121 

*33 
96 
136 
104 
« no 
in 

i°S 
95 
114 
103 
123 
107 
147 



116 

104 

(a) 

127 

104 

79 
162 
128 
"3 

"3 

96 

7i 
136 

9i 
140 

87 
117 
109 



117 

155 

(a) 

124 

120 

94 
101 

131 
112 
in 
108 

IOI 

99 
no 

105 

114 

108 

134 



99 
43 
75 
99 
102 
(d) 
100 
id) 
id) 
104 
(d) 
121 
» 108 
(d) 
90 
109 

125 
149 



u) 



M 



100 

71 
in 

98 
90 
id) 

{a) 
(d) 
(d) 

125 
(d) 
(a) 
(a) 

(d) 
61 

93 
109 



99 
43 
82 

99 
102 
119 
{a) 
117 
102 
(*) 104 
103 
(a) 
(a) 
102 

90 
105 
123 
J 34 



(a) - (») For footnotes, see Table i. p. n. 



siderable only in Norway and Switzerland (over 20 per 
cent). Reserve ratios have risen in Norway, Sweden, 
and Switzerland, and declined in Denmark, Holland, 
and Spain. Except in Denmark, reserve ratios have 
risen where they were lowest and fallen where they were 
highest. Except in Norway, Denmark, and Switzer- 



land, reserve ratios are equal to or above pre-war 
figures; in these countries they are not markedly lower. 
In Canada, also, there has been no change of impor- 
tance during the year, except in the expansion of 25 per 
cent in time deposits. Despite some increase in specie 
holdings, this results in a reduction of the ratio of specie 
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reserves (chartered banks and Dominion) against total 
note and deposit liabilities, from 9.1 to 8.7 per cent. 

In the United States, comparing early November 
1.918 with a year later, the federal reserve banks show 
12 per cent increases in net deposits and federal reserve 
note circulation, a 5 per cent gain in cash reserves, and 
a decline in reserve ratios from 50 to 47 per cent — in 
other words, some net expansion coupled with decline 
in banking reserve position which remains, however, 
relatively strong. 

In short, the first year after the cessation of hostili- 
ties has been one of further expansion of credit and cur- 
rency and of declining banking reserve ratios except 
among a few European neutrals and in Canada. This 
expansion and the decline in reserve ratio have been 
greatest in Germany but have been seriously large in 
France and Italy. The expansion has been large also in 
Japan and the United States, where its influence on 
world prices is perhaps greater than in the case of coun- 
tries with inconvertible paper issues. Generally, out- 
side of Germany, the rate of expansion has slackened 
but nowhere has there been material contraction of in- 
flated war currencies. No country has made conver- 
tible its inconvertible paper currency, and except in 
Great Britain convertibility seems more distant than it 
did a year ago. 

IV. THE TREND DURING 1919, AND 
PRESENT TENDENCIES 

While the net change in the past year is significant, 
weekly and monthly figures are necessary to show the 
current trend. Herewith are given, therefore, charts of 
weekly items for the German Reichsbank, the Bank of 
France, the Bank of England, and the federal reserve 
banks, and tables of monthly items for the Italian banks 
of issue, the Bank of Japan, and combined figures for the 
central banks of the principal European neutrals, 
covering the period from November 1, 19 18 to the latest 
date for which the figures are available. A supplemen- 
tary chart comparing weekly reserve ratios for the 
leading countries is added. A few additional facts may 
be mentioned in the discussion of these charts and 
tables. 

The Reichsbank gold reserves fell heavily in the first 
weeks after the armistice and again in the spring of 
1919, owing to heavy payments to the Allies. Simul- 
taneously note issues increased heavily. Since June the 
reserve has been declining slightly but steadily. In the 
summer months the note issue also declined slightly, 
but since September it has again materially increased. 
Deposits have fluctuated greatly but show no marked 
trend. The decline in reserve ratio was greatest in 
November and December 191 8 and the spring of 19 19. 
Meanwhile the holdings of Treasury notes and Darlehn- 
skassenscheine, chiefly the latter, have been steadily 
increasing. From 60,000,000 marks on May 30, 1914 
they had increased to 3,200,000,000 on November 7, 
1918, and are now over 10,000,000,000 and steadily 



increasing. The circulation of these outside the Reichs- 
bank, for which weekly data are not available, also con- 
tinues to swell. Judging by this evidence, Germany is 
moving at headlong pace to the currency debacle which 
has already engulfed Russia and Austria-Hungary. 
The Bank of Austria-Hungary, it may be added, shows 
its plethora of notes continuing to rise, an increase of 20 
per cent marking the seven months from February to 
September. No sign of improvement is visible and the 
country is deeper in the mire of inconvertible paper than 
it was a year ago. 

The chart for the Bank of France reveals clearly the 
fractional upward trend of the reserves and the incon- 
sequential changes in deposits. The striking facts are, 
first, the marked increase in advances to the state " for 
the war," interrupted only by a temporary brief decline 
soon after the armistice and a temporary check between 
May and August; and second, the parallel movement 
of note issues. Early in 19 19 the Governor of the Bank 
of France urged at a stockholders' meeting the absolute 
necessity of reduction in these advances to the state as 
a prerequisite of reducing the inflated note issue. Yet, 
instead of reduction, the year has seen an expansion of 
30 per cent in these advances. Current deficiencies in 
taxation have apparently been met by enforced issues 
of additional paper currency. While in recent weeks 
the upward movement is checked, this is to be con- 
trasted with the usual decline toward the end of the 
calendar year. France, like Germany, is still making 
progress in the wrong direction. The proposal of a loan, 
assured of British support, to enable repayment of 
advances by the Bank, may make contraction possible, 
but there is no evidence that any fundamental turning 
point is in sight. 

In Great Britain the reserves (counting holdings of 
Banking and Issue Departments) increased fairly 
steadily up to the middle of July; declines since then 
have recently been recovered. The note issue has 
tended strongly upward with no sustained reactions. 
Deposits, on the whole, declined until midsummer, and 
have since tended upwards. The Bank, in short, showed 
some contraction in the first months after the armistice, 
but in recent months there has been a moderate reversal 
of the process. The raising of the discount rate in 
November to 6 per cent was part of an effort to check 
further expansion. The government currency issues, 
which increased materially after the armistice, reached 
their maximum of nearly £350,000,000 on April 23, 
1 919; since then they have fluctuated between this 
maximum and £330,000,000. A beginning has been 
made in increasing the reserve behind the notes, as 
recommended by the Committee on Currency and 
Foreign Exchanges after the War. 1 Since May 191 5 a 
gold reserve of £28,500,000 has been held against the 
issue. Beginning early in August 1919 a supplementary 
reserve of Bank of England notes has been accumulat- 

1 The final report of the Committee, recently issued, reaffirms the con- 
clusions and renews the recommendations of its preliminary report, issued in 
October 1918. London Economist, December 20, 1919. 
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ing, which has gradually risen in four months to £3,700,- 
ooo. 1 Although but a small beginning, this is significant 
of proper intentions. Recently, furthermore, the Treas- 
ury has announced its decision not merely to continue 
this process but also to limit the 1920 uncovered issue 
to the 1 919 maximum of currency notes uncovered by 
gold or Bank of England notes (£3 20,600,000) . 2 On the 
whole, Great Britain may be said to be seriously com- 
bating post-war tendencies to further expansion, not 
yet with entire success, but to have taken no vigorous 
measures to enforce contraction. Current tendencies 
are conflicting, but the outlook is not promising for an 
early restoration of the pre-war gold standard or the 
stabilization of prices or exchanges. 

The federal reserve banks show a gradual, slight 
strengthening of the reserve until June 1919, and on the 
whole a downward movement since that date, inter- 
rupted by recoveries in September. Federal reserve 
notes, on the contrary, show little more than seasonal 
variations until July. Since then they have mounted 
rapidly and persistently, despite successive increases 
in discount rates. Net deposits tended slightly up- 
wards until July, but since August have begun a 
rapid unchecked upward movement. The reserve ratio 
reached its maximum for the year early in June, and 
since then has tended generally downward, with special 
sharpness in recent weeks. 

Data for the three Italian banks of issue (Table 4) 
reflect the decline in the reserve of the Bank of Italy in 
the late spring, but no other reserve changes of conse- 
quence. Note issues resulting from commercial dis- 
counts decreased, on the whole, until May, but have 
since materially increased. Circulation issued as a 
result of advances to the treasury increased consider- 



1 London Economist, December 20, 1919, p. 1161 (report for December 



17). 



ably, especially in the summer months, and has been the 
chief factor in the currency expansion. Demand de- 
posits have increased considerably, especially since early 
summer. Recently, it may be noted, discount rates 
have been raised, a loan to enable the funding of the 
advances to the state has been planned, and a marked 
increase in taxation is under consideration; but in gen- 
eral these plans have yet to be translated into effective 
action. 

The Bank of Japan (Table 5) showed no marked 
changes in the first months after the armistice. The 
specie reserve rose in November 191 8, but tended down- 
ward in the next six months. Note circulation rose as 
usual at the end of the year, then tended downward 
until May 1919. Government deposits alone continued 
their rise, and in May were 20 per cent higher than on 
Armistice Day. Since then note- circulation has mate- 
rially increased, and in October it had risen 40 per 
cent above the May figure. Reserves rose sharply in 
August and October, and prevented further declines 
in reserve ratios. The post-war expansion in Japan 
is therefore a recent movement, stimulated partly by 
increased gold reserves, and it remains to be seen 
whether the recent raising of the discount rate will 
suffice to check it. 

Taken as a whole, the central banks of European 
neutrals (Table 6) show month to month variations 
hardly greater than would be expected in ordinary 
years. The decline in reserves of the Netherlands Bank 
has been continuous, and gradual. Its note issues 
reached the minimum in September and have since in- 
creased. The increase in the reserve of the Bank of 
Norway occurred chiefly in April; since then the reserve 
has tended downward. The Bank of Spain's reserve 

2 Commercial and Financial Chronicle, December 20, 1919, pp. 2308, 
2309; Economist, December 20, 1919, p. 1127. 



TABLE 4. — SELECTED ITEMS OF THE THREE ITALIAN BANKS OF EMISSION (SICILY, NAPLES, 

AND ITALY) * 

(Unit: 1,000,000 Lire) 

Percentage 
of 

Date of of circulation deposits deposits demand and"demand oola ° silver ~ to 

CO uran (7) 

_(") 

I9l8 

November . . . 
December . . . 

1919 

January 

February .... 

March 3943 7763 11716 793 1113 1906 13622 1049 114 1163 8.5 

April 3906 8330 12236 791 1155 1946 14182 1050 114 1164 8.2 

May 3922 8150 12072 806 1161 1967 14039 1047 114 1161 8.3 

June 4255 8026 12281 775 1349 2124 14405 1037 114 1151 8.0 

July 4878 8007 12885 797 I2I 4 2011 14896 1037 115 1152 7.7 

August 4567 8639 13026 743 1371 2114 15320 1037 114 1151 7.5 

September 4735 9249 13984 758 1516 2274 16258 1037 no 1147 7.1 



Circulation 
for account 

of 
commerce 


Circulation 
for account 

of 
government 


Total 
circulation 


Time 
deposits 


Demand 
deposits 


Total 
time and 
demand 
deposits 


Total 

circulation 

plus time 

and demand 

deposits 


Gold 


Silver 


Total 

gold and 

silver 


(1) 


(2) 


(3) 


(4) 


(5> 


(6) 


(7) 


(8) 


(9) 


(10) 


4357 


7140 


II497 


708 


1086 


1794 


I329I 


IO47 


117 


1 164 


4585 


7165 


1 1 750 


803 


"73 


I976 


13726 


1049 


117 


1 166 


43°3 


7192 


1 1495 


872 


III7 


I989 


13484 


IO49 


117 


II66 


3966 


7408 


"374 


799 


IO94 


1893 


I3267 


IO49 


"5 


1164 


3943 


7763 


11716 


793 


III3 


I906 


I3622 


1049 


114 


1163 


3906 


8 33° 


12236 


791 


"55 


I946 


I4l82 


IO5O 


"4 


1 164 


3922 


8150 


12072 


806 


1161 


I967 


14039 


IO47 


"4 


Il6l 


4255 


8026 


12281 


775 


1349 


2124 


14405 


IO37 


114 


"5i 


4878 


8007 


12885 


797 


1214 


201 1 


I4896 


IO37 


"5 


1152 


4567 


8639 


13026 


743 


1371 


2114 


15320 


IO37 


"4 


"5i 


4735 


9249 


13984 


758 


1516 


2274 


16258 


IO37 


no 


"47 



* Figures taken from Giomale degli Economisti; and pertain to the end of each month. 
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THE REVIEW OF ECONOMIC STATISTICS 



TABLE 5.— MONTHLY DATA FOR THE BANK 
OF JAPAN* 

(Unit: 1,000,000 Yen) 



Date 



I9l8 

November 
December 

1919 

January . . 
February . 
March . . . 

April 

May 

June 

July 

August . . . 
September 
October . . 
November 



Notes 


Govern- 
ment 
deposits 


Private 
deposits 


Notes plus 

government 

and private 

deposits 


Gold 
and 
silver 


(1) 


(2) 


(3) 


(4) 


(5) 


826 


1,076 


37 


i,939 


68l 


944 


1,080 


54 


2,078 


726 


900 


1,032 


"3 


2,045 


714 


828 


1,142 


45 


2,015 


712 


791 


1,239 


33 


2,063 


712 


786 


1,204 


44 


2,034 


709 


782 


1,275 


3° 


2,087 


706 


951 


1,212 


43 


2,206 


705 


941 


1,220 


48 


2,209 


711 


968 


1,282 


4i 


2,291 


766 


1,028 


1,289 


34 


2,35! 


754 


1,092 


1,354 


35 


2,481 


806 


1,199 


1,264 


45 


2,508 


816 



Percent- 
age of 
col. (5) 

to col. (4) 

(6) 



35-i 
34-9 

34-9 
35-3 
34-5 
34-9 
33-8 
32.0 
32.2 

33-4 
32.1 

32-5 

32.5 



* Figures taken from the London Economist as of date nearest the 
fifteenth of each month with the following exceptions : December 1918 figures 
are for December 21; April, September, and November 1919, for April 19, 
September 6, and November 1, respectively. 

Figures are converted at the rate of ten yen per pound sterling. 



increased chiefly in August, but the expansion of its 
circulation has been continuous during the year. The 
circulation of the Bank of Sweden reached its minimum 
in August; since then the movement has been steadily 
upward. The reserve of the Bank of Switzerland in- 
creased chiefly in January, and the spring months. Its 
note issues, which declined after the armistice and 
again after April, have been rising since August. 
Broadly speaking, reserves and reserve ratios reached 
their maximum in August, and the autumn months with 
their seasonal activity witnessed a renewal of note 
issues. Deposits, which are relatively of small impor- 
tance compared with note issues, show considerable 
month to month variations but no discernible trend. 



TABLE 6. — MONTHLY DATA COMBINED, FOR 
CENTRAL BANKS OF SIX EUROPEAN NEUTRALS * 
(NETHERLANDS, DENMARK, NORWAY, SPAIN, 
SWEDEN, AND SWITZERLAND). 
(Unit: £1,000,000) 



Date 


Note 
circulation 

(1) 


Deposits 
(2) 


Note circu- 
lation plus 
deposits 

(3) 


Coin and 
bullion t 

(4) 


Percentage 
of col. (4) 
to col. (3) 

(S) 


I9l8 

November .... 
December .... 

1919 

January 

February 

March 

April 


349-53 
346.79 

344.64 
341.12 
345-28 

35o-95 
349.60 

346.50 
349.62 

348.94 
353- 11 
363-19 
369.63 


70.63 

81.95 

78.77 
73.26 
71.60 
69.98 
74-22 

68.63 

66.40 

69.91 

66.86 
64.22 
63.98 


420.16 
428.74 

423.41 
414.38 
416.88 
420.93 
423.82 

4I5-I3 
416.O2 
418.85 
419.97 
427.41 
433-61 


223.81 
223.95 

224.21 
224.08 
225.OO 
226.35 
226.76 
228.19 
227.88 
232.87 
231.66 
23^74 

233- I 5 


53-3 
52.2 

52.9 
54-i 
54 e -o 
53-8 
53-5 
55-o 
54-8 
55-6 
55-2 

54-2 

53.8 


May 


June 


July 


August 

September .... 

October 

November .... 



* Figures for each bank taken from the London Economist as of date 
nearest the fifteenth of the month except for the Bank of Denmark where 
they bear in all cases the date of the last day of the month. 

t Includes gold only for Norway and Sweden, silver holdings are not 
stated. 

To conclude: The signing of the peace treaty finds 
the world with currencies generally more expanded than 
on Armistice Day, and with some newly risen expansion 
movements succeeding in recent months the contraction 
tendencies which set in late in 1918. As in war time, 
exigencies of the national treasuries of European bellig- 
erents have continued to swell the circulating media. 
Important signs of improvement are the recent in- 
creases in bank discount rates in several countries, the 
movements in France and Italy to fund the advances 
from the Banks, and the British determination to cease 
further expansion through currency notes. There is yet 
no evidence of any important degree of currency con- 
traction, or of effective deflation through increased 
production and exchange. 



